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SUBCOMMITTEE HEARING ON ARMY DISPOSAL PROJECT 12-A, 
QUARTERMASTER EXPERIMENTAL FUEL STATION, LOUISIANA, 
MO. 

House or REPRESENTATIVES, 

SUBCOMMITTEE ON Reau Estate AND CONSTRUCTION 

OF THE CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Wednesday, July 15, 1968. 

The subcommittee met at 11 a. m., Hon. Paul Cunningharn (chair- 
man of the subcommittee) presiding. 

Mr. CunninGHam. The Subcommittee on Real Estate and Con- 
struction will be in order. The record will show that a quorum is 
present. We will take up disposal project No. 12—A. 

You have a statement, Mr. Kelleher? 

Mr. Keviener. Yes, Mr. Chairman. 

The first. project before the subcommittee is Army disposal 12—A. 
Copies of it have been furnished the members of the committee. 

i project is as follows. 
roposes to lease or sell to the highest responsible bidder 
ing as the quartermaster experimental fuel station 
0. 
tion is divided into two parts: Part 1, the ammonia- 
t, was constructed by the Army during World War II. 
own as the Missouri Ordnance Works. This portion 

Vamp tr@nsfers$d to Interior in 1951 by a law that provided for the 

r@purn of the-property to the Army when it was no longer required for 

use in experimental work on synthetic liquid fuels. 

Part 2 was constructed by Interior and is called the synthetic fuel 
plant. The two plants are interrelated since they use to some extent 
common facilities. Since the Department of the Interior did not 
request appropriations for the continued operation of this plant during 
fiscal year 1954, part 1 has been returned to the Army in accordance 
with the provisions of law under which it was transferred to Interior. 

Interior has reported part 2 at this time to the General Services 
Administration for disposal and GSA has designated the Army as 
disposal agency for this part, so that both plants can be leased or sold 
as a unit. 

In compliance with the terms of the contract with the Hercules 
Powder Co. covering the original construction and operation of the 
plant, Hercules will be given an opportunity to meet the high bid of 
competitors for the property. Testimony before the Senate Appro- 

riations Committee indicates that several chemical companies are 
interested in leasing the property. The project as originally submitted 
contemplated only a lease and not the sale of the two plants. 

Subsequently the Secretary of the Army reached the conclusion 
that the entire installation should be disposed of by sale to private 
industry, provided that (a) the return to the Government would be 
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reasonably commensurate with the value of the plant and with the 
value which could be obtained from leasing, and (6) that a sale could 
be accomplished under terms that would assure the availability of 
ammonia production of the plant in the event of mobilization, or the 
equivalent production of another plant. 

The exact request to this committee for action is set out in para- 
graph 6, which begins at the bottom of page 3 of the project before 

ou. 

Briefly, it requests approval to offer the entire installation for sale 
or lease, under the terms mentioned, with the Secretary of the Arm 
having the right to determine, after analysis of the bids sensed 
whether the national interest would best be served by selling or 
leasing the installation, and present the sale or lease proposal found 
acceptable by the secretary to Hercules Powder in conformity with 
the Government’s contract with that company. 

Mr. Knott, from the Department of the Army and some supporting 
witnesses are here, Mr. Chairman, for any questions you may care 
to ask. 

Mr. CunninGuam. Mr. Kelleher, I understand Senator Symington 
and also Representative Cannon are here. 

Mr. Kevtuiener. That is correct. 

Mr. CunninGuam. I think we should hear from them first. 

Mr. Keviener. Yes, sir. 

Mr. Cunnineuam. But Mr. Kelleher, before proceeding with the 
witnesses I would like to ask this question to see if I am correct. 

As I understand your statement, the plan is to advertise the plants 
to the highest bidder, and the sole purpose of the advertising will be 
to determine the figure with which they want to negotiate with 
Hercules; is that correct? 

Mr. Ketiener. Yes. To put it another way, Mr. Chairman——— 

Mr. CuNNINGHAM. It is a little unusual procedure, isn’t it? 

Mr. Kevinner. No. I think somewhat the same provision is in- 
cluded in the contract covering Muscle Shoals. In other words, 
Hercules in this case has an absolute first priority to meet either a lease 
or sale bid that is presented by anyone else. 

Mr. Cunnineuam. Do you feel, Mr. Kelleher, that any company 
will bid if they know those are the terms, that they won’t have a 
chance to buy regardless of what they bid? 

Mr. Keiunner. The industry may know that Hercules is not inter- 
ested, if that is so. For example, Monsanto was not interested in 
exercising its option covering Muscle Shoals and the same might obtain 
here. I don’t know whether it does or not. 

Mr. Cunnincuam. Is it not true that under those circumstances, 
knowing that they will not get it, they might submit extraordinarily 
high bids or extraordinarily low bids? 

{r. Ketuener. That is not inconceivable. 

Mr. Cunntncuam. Mr. Vinson? 

Mr. Vinson. But I think, Mr. Chairman, the first question the com- 
peitve should determine is as to whether or not we should sell it or 
ease it. 

Mr. Cunnineuam. I think that is why we want to hear Mr. Syming- 
ton and Mr. Cannon. 

Mr. Vinson. Yes. 
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Mr. CunninaHam. Senator—which of you two gentlemen want to 
go first? You can take your choice. 

Mr. Cannon. The Senator. 

Mr. Vinson. He is younger. 

Mr. CunniINGHAM. Proceed. 

Senator Symineton. Thank you, Mr. Chairman. 

The interest that Chairman—Mr. Cannon—and I have in this 
matter is to get the people back to work in this community. I did 
not know about the Hercules lease, or right of preferential purchase, 
until quite recently, and I want to associate myself with you, if I may, 
sir, that it is a most extraordinary favoring of one company against 
the rest of the companies who might be interested in the plant. I do 
not know the details of how and why this favoritism was granted. 

But in any case, it is important to us, sir, that the plant be sold in- 
stead of leased as the Government’s position, because a good many 
million dollars of at least one interested compan'y would have to be 
put in the plant in order to make it commercial for its use. They in 
turn have granted to put into the sale document that which the Gov- 
ernment would in effect have under a lease, as far as the Government’s 
position is concerned. 

Mr. CunninGuam. Will you elaborate on that? 

Senator Symineron. More specifically, sir, they have agreed that 
they will always hold in the plant that ammonia capacity which the 
plant now has and always have it available for the Government, 
even though the plant is sold, if the Government wants it. And that 
will be part of the contract agreement between the plant and the Gov- 
ernment. 

Mr. Cunnineuam. That is as a condition of sale? 

Senator SyMInNGTON. Yes, sir; as a condition of sale. 

Mr. CunninGHAM. You prefer a sale to a lease? 

Senator Symineton. Yes, sir; because we can’t get a reputable 
company to go in there. And I hasten to add, I am sure Congress- 
man Cannon and myself have no interest in any company. But the 
good companies that would be interested in this property would only 
be interested in it if they could buy it, because there is so much im- 
provement they have to make on it in order to make it a commercial 
proposition. That is especially true inasmuch as so much of it has 
peor in a strictly development program of trying to get oil out of 
coal, 

Now, from our standpoint, we don’t care who has the plant. And 
we hope that the bidding will be active and high in the Government’s 
interest. But we do know that we have a chance in this community 
which needs this plant very badly to get a lot of these people back to 
work, who have been out of work a long time. And we only have that 
chance to the best of our knowledge if the plant is sold and not leased. 

Mr. CunninGHAM. Senator, just where in my neighboring State is 
this plant located geographically? 

Senator Symineron. It is just below Hannibal. 

Mr. CunninGHAM. That is enough. 

Senator Symineron. This is a fine town close to Elsberry and the 

eatest thing that ever happened to Elsberry is that it is Chairman 
 eoneemae hometown, so he can tell you about it. 

Mr. CunnincHam. They have some more Mark Twain’s there? 
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Senator Symineron. That is right. It is an offshoot of Mark 
Twain—is that right, Mr. Chairman? 

Mr. Cannon. Yes. 

Senator Symineton. What we would like to do is have these com- 
panies in open bidding decide how much the plant was worth to them 
in order we can put the people back to work. I think that completes 
my statement. 

Mr. Vinson. Mr. Chairman, may I ask him one question? 

Mr. CunninGHam. Mr. Vinson? 

Mr. Vinson. Senator, I see from the report that the estimated 
original cost was some $34 million. Now, if the property is sold, then 
this piece of property that originally cost $34 million will go back to 
the taxbooks, would it not? If the property is leased, why it would 
not go on the taxbooks. 

Senator SymineTon. That is correct, sir. 

Mr. Vinson. That is all. 

Senator SymineTron. That is correct, Mr. Chairman. 

Mr. Cunnrncuam. Any other questions? 

Senator Symineton. May I make just one point there to make 
the record clear? 

A lot of this plant was for a strictly research and development 
program and therefore, although the higher the bids the better for 
all of us, nobody wants the plant, as I understand it, sir, from the 
standpoint of the hydrogenation of coal effort, especially as the process 
_ is now up there is obsolete even for that type of extraction from 
coal, 
Therefore, the purchase price will probably represent interest 
primarily in the ammonia part of the plant. The hydrogenation of 
shale, as I understand it, sir, is something that was primarily Depart- 
ment of Interior anyway and not an Army problem. 

Mr. Cunnincuam. Any other questions 

Mr. Barres. What are they expected to do with this plant besides 
manufacture ammonia? 

Senator Symineton. Mr. Bates, I know of only one company that 
has talked to me about it, and of course I have been receptive inasmuch 
as it is in my State. This plant is on the Mississippi. They have 
other big plants on the Mississippi. They told me that they might 
put as high as $40 million into this situation. They have also told me 
they would have to put $3 million in it to start with, if they were the 
successful bidders. That is the chief reason why they don’t want to 
have any cloudy title from the standpoint of their interest. But in 
return for the reasons for a cloudy title which would come under a 
lease, they are willing to grant that ammonia reserve capacity per- 
manently for the Government. It is one of the world’s great chemical 
companies. 

Mr. CunninGHAM. That would to some extent, however, be a cloud 
on a fee title, even on purchase. 

Senator Symineron. They don’t think so, sir, because they use 
ammonia themselves. 

Mr. CunninGHaM. I see. 

Senator Symincton. It would simply be a case of transferring their 
use of it to the Government under conditions. 

Mr. CunninGHam. Any other questions? 

(No response.) 
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Mr. Cunnrncoam. Thank you very much, Senator. 

Senator Symineron. Thank you very much, Mr. Chairman. Very 
much so. 

Mr. CunnincHam. Mr. Cannon? 

Mr. Cannon. Mr. Chairman. 

Mr. CunninGHaM. Very glad to have you with us. 

Mr. Cannon. Thank you. 

Supplementing what Senator Symington has so well said, the 
case before us presents an emergency. It is necessary to resume 
production in this plant for two reasons, and prompt resumption of 
production is contingent on immediate disposal of the plant. 

The first is that there is a great dearth of anhydrous ammonia 
throughout the country. As the committee is aware, anhydrous 
ammonia is used in the manufacture of agricultural fertilizer and in the 
manufacture of ammunition. Our need for fertilizer has grown 
rapidly in the Central West. As the chairman of this committee is 
especially aware, our soils are passing the period where the virgin soils 
would produce without supplements and it is increasingly necessary 
now to use fertilizer. 

At the present time, there are only four Federal plants in the 
United States that produce commercially anhydrous ammonia. One 
is the plant operated at Morgantown, W. Va. One is in Cactus City, 
Tex. Another is at San Jacinto, Tex. ‘The fourth is the TVA, in 
Tennessee. Up to this time, the Government has taken a certain 
portion of the product of these four plants and has allowed the 
manufacturers of commercial fertilizer a quota. The result is that 
we have in my congressional district a number of these fertilizer 
plants and in our State quite a number more, including our State farm 
organizations which are producing fertilizer and which are dependent 
on these sources for ammonia. Suddenly this last week word comes 
that the Government is considering discontinuance of its division of the 
product of these four plants and plans to itself absorb all of the 
anhydrous ammonia which they produce, leaving none for the 
fertilizer plants. 

As a result the greatest anxiety prevails out there in farm acres of 
the Central West where it is absolutely necessary for us to have the 
fertilizer and necessary for us to have anhydrous ammonia in order to 
produce it. 

The Under Secretary of Commerce told me yesterday that he would 
announce at 4 o’clock yesterday afternoon what he was going to do 
about the Government taking over the entire product of these four 
ec This morning he says the matter is still under consideration 

ut he expects to announce their plans very shortly. So it. must be 
very evident to the committee, I am certain, from this situation that 
the supply of anhydrous ammonia, which is a matter of vital impor- 
tance both to agriculture and to the war program, is dangerously low. 

When this plant at Louisiana was erected one of the primary objec- 
tives was the production of anhydrous ammonia. If production can 
be continued, it will provide essential ammonia which will not other- 
wise be available at this important time. 

Now, the second reason for prompt action, Mr. Chairman, is that it 
has taken a number of years to build up the large and efficient force 
which operates this plant, both in the laboratories and in the factory 
itself. If operation is discontinued, this force will naturally be dis- 
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mantled and dispersed and it will take some time before another force 
is recruited which can handle the plant as efficiently as at this time. 

As to the question of sale or a lease, it will be immediately apparent 
to the committee that this is merely a pilot plant. It has not been 
constructed with the idea that it would produce for commercial con- 
sumption quantities of any commodity, anhydrous ammonia or any 
other product, but it is merely an experimental station, where they are 
working on research. So the company which takes this over, in con- 
verting it from a pilot plant, from a research station, into a commercial 
factory producing for retail, must spend a large sum of money in order 
to get it into production. 

nd naturally the responsible companies which ought to have charge 
of it or which can most efficiently utilize it can’t afford to spend some 
millions of dollars rehabilitating and converting this plant on a mere 
lease. It should be—I think it is apparent to the committee—sold. 

Now, we are not concerned, Mr. Chairman, with who buys it. 
Any firm which is in a financial position, and technical position, to 
outbid other applicants for it will presumably be in a position to 
operate it and would be satisfactory to us. We are not concerned as 
to the modus operandi which you follow. I take for granted under 
the law you are required to advertise for bids. So far as we are con- 
cerned, any firm that will come in and outbid other applicants for this 
plant is satisfactory. 

Of course we are concerned that the company buying it should pay 
— it is worth. We don’t want this plant sold for less than its 
value. 

Mr. Cunninauam. You are also concerned it will be a company 
of sufficient stability to continue the work, in operating the plant? 

Mr. Cannon. Certainly, that is our prime objective. Our par- 
ticular interest is that action be taken as early as possible in order to 
continue production with as little interruption as possible, to maintain 
the labor force and scientific staff they have there and at the same 
time assure the production of this much-needed factor in agricultural 
fertilizer. 

Mr. Cunntncuam. Mr. Cannon, would you care to state which way 
you think production could be continued or started the quickest, 
whether it would be under lease or sale? 

Mr. Cannon. Well, undoubtedly, the company which would be 
willing to put in the large investment required there would I think be 
in a position to start permanent production earlier perhaps than some 
smaller company which would be willing to run the risk of taking it 
on a lease and running it with a temporary force and with a temporary 
program of production. 

r. CunntnGHAM. Thank you very much. 

Mr. Harpy. One question? 

Mr. Cannon. Yes 

Mr. Harpy. Mr. Cannon, do I understand, then, that even if a 
sale were consummated immediately, that the employees there could 
not- be put to work immediately, because you would have to await 
conversion? 

Mr. Cannon. They would know what to depend on, Mr. Hardy. 
And they can make their arrangements accordingly. At the present 
tume—— 
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Mr. Harpy. Of course, a fellow is not going to arrange for a job 
12 months in order to be able to get one at the end of that 12 months. 

Mr. Cannon. That is right. It is taken for granted that ammonia 
production will begin immediately. Because you already have the 
plant there ready to produce anhydrous ammonia. That part of the 
plant was originally constructed for that purpose. It is presumably 
ready to go on the production of anhydrous ammonia on short notice. 

Now they might not be in position immediately to produce the 
amount they expect ultimately to turn out. 

Mr. Vinson. Well, they are making 35 tons a day of ammonia. 
They can continue to make it there and expand it. 

' Mr. Harpy. Apparently I misunderstood Mr. Cannon’s comments, 
then, because I was under the impression that the plant was not 
adaptable immediately to commercial production. 

Mr. Cannon. Well, the other section of this plant as I understood 
it will produce many other products. And I am told that some of the 
companies which desire to take over the plant would use that anhy- 
drous ammonia as one of their ingredients in other products, as was 
the case when the plant was originally opened. That portion of the 
plant must be reconditioned. 

Senator Symineton. Mr. Chairman, may I answer a point there, 
with the approval of Congressman Cannon? 

Mr. CunNniINGHAM. Certainly. 

Senator Symineton. The plant today is available to produce 
ammonia tomorrow. 

Mr. Vinson. That is right. 

Senator Syminctron. The other side of the plant has to do with the 
hydrogenation process, which is strictly an experimental thing at 
best, which the new buyer may or may not go on with. 

Now the reason that this thing became so important to us, to Chair- 
man Cannon and myself, at this time, was because the Army had 
issued mothball instructions for putting this plant into permanent 
disuse, you see, and that meant that everybody would be out of 
work, and then you would have to demothball it in order to get any 
production out of it. 

Mr. Harpy. Well, what percentage of the employees are presently 
employed in the ammonia production and what percentage in the 
other research activities or whatever they are? 

Senator Symineton. That I could not answer. But I do know that 
no company is willing to go into the tremendous cost, which minimum 
they tell us would be 2 to 3 million dollars, of clearing out the obsolete, 
incidentally, development process of hydrogenation of coal in order 
to make this modern chemical plant, unless they can buy it. 

Mr. Vinson. You see, it was originally designed by the Bureau of 
Ordnance for the purpose of making ammonia. 

Mr. Harpy. I understand that. 

Mr. Vinson. And then later on transferred to the Interior Depart- 
ment as a pilot plant for synthetic gas. Now it is being transferred 
back to the War Department. 

Mr. Harpy. I was just wondering how it could serve the purpose 
that Mr. Cannon and Senator Symington are concerned with, that of 
employing people that have been working there, if you are going to 
require extensive modernization in order to make the plant produce 
commercially? 
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Mr. Vinson. Well, the plant is in two parts. 

Part is being used or was used for experimental work as a pilot 
plant, and the other part was originally designed by the Bureau of 
Ordnance of the War Department for ammonia. 

Mr. Harpy. Well, 35 tons—you said the production was 35 tons a 


nator Symineron. Forty tons a day. 

Mr. Vinson. That is right. 

Mr. Harpy. I don’t know what that is, relatively speaking, whether 
that is a whole lot or not. It doesn’t sound like a whole lot to me. 

Mr. Vinson. Anyhow, it helps the agricultural situation that muchg 

Mr. Cunnincuam. Any other questions? 

Mr. Neuson. Mr. Chairman. 

Mr. Cunnincuam. Mr. Nelson. 

Mr. Netson. Is this plant presently being operated for the manu- 
facture of anhydrous ammonia? 

Mr. Cannon. The plant is in a position to begin the manufacture 
of anhydrous ammonia. If it is not now being produced, it is in a 
position to be produced at any time. 

When this plant was originally established, the production of 
- taeinian ammonia was incidental to their experiments on synthetic 
oil. 

Mr. Netson. Well, the thing I am interested in, Mr. Cannon, is are 
they manufacturing it today, and will they continue to manufacture 
it until the sale negotiations are completed? 

Mr. Cannon. They discontinued the manufacture of anhydrous 
ammonia in 1947, but they are in a position to start immediately if the 
plant is acquired by a company in a position to operate it. 

Mr. Nexson. So that it will continue to not manufacture until this 
plant is sold? 

Mr. Cannon. Exactly. The sooner the plant is sold, the sooner 
production can be begun. 

Mr. Cunninauam. Mr. Bates. 

Mr. Bares. Mr. Chairman, where have these people been since 
1947? 

Mr. Cannon. They have not found it necessary to use ammonia 
in the meantime. The Army, when it turned the plant over to the 
Bureau of Mines, moved their operations down to Galveston, Tex., 
but they retained in the plant all of the activities concerned with the 
hydrogenization of coal. 

- Mr. Bares. Well, how many people do they have working there 
now? 

Mr. Cannon. I don’t know the number. 

Mr. Bares. Do they have people? 

Mr. Cannon. They have had quite a force. 

Mr. Bares. Well, are they working there now? 

Is anybody working there now? 

Mr. Cannon. Yes; it has been in continuous operation, until the 
30th of June. Discontinued at the end of the fiscal year. 

. aa Bates. There is no operation going on there now; is that 
night? 

Mr. Cannon. No operation. The next thing to do is to put it in 
mothballs, which will involve expense and time. 
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Mr. Bares. And you are fearful if a lot of time goes by, that the 
people won’t then be available to operate this plant? 

Mr. Cannon. Yes. Of course, on the 30th of June, when they 
stopped operation, their labor force begins to disintegrate. 

Mr. Bares. And there is no reason why the Government should 
retain this at this time? 

Mr. Cannon. No; it would be an expense to the Government to 
retain it because the cost of decommissioning it, the cost of putting 
it in mothballs, is rather extensive and Federal taxes do not start 
until title passes to private interests. 

Mr. Bares. And as a great believer in free enterprise, you are 
interested in seeing some outside concern get it, and particularly 
when there is a clause in there whereby the Government can have 
ammonia when it needs it. 

Mr. Cannon. Of course, when a private company takes it over, 
Government control ceases and taxes begin. 

Mr. Cunnincuam. Mr. Fisher. 

Mr. Fisuer. Mr. Chairman. 

As I see it, there is only one issue here, and that is the question of 
lease or sale. 

Mr. Vinson. That is right. 

Mr. Fisuer. And the matter of how many are employed, or will be, 
is rather immaterial because I would assume in all likelihood that if it 
is sold rather than leased there will be as many or more people 
employed just as quickly or quicker than would be the case if it is 
leased; is that correct? 

Mr. Cannon. Certainly. The company which takes over will have 
a capital invested there, which would be lying idle until they start 
production. The number to be employed, of course, is indefinite. 
It depends on what they manufacture in the other section of the plant 
and how much they manufacture. 

Mr. Fisuer. In any event, there would certainly be as many or 
more people employed just as quickly, or quicker, if it is sold as if 
leased. 

Mr. Cannon. That is right. It would require an expanded force 
to operate it under private enterprise. Operation heretofore has been 
merely experimental. 

Mr. Vinson. Mr. Chairman, I may say it is no new philosophy. 
We just unanimously reported out the sale of the synthetic-rubber 
plants, which was unanimously passed by the House, while that was 
making a net profit to the Government of $62 million. 

We are on a direct line when we are trying to get the Government 
out of business, and trying to get this property back on the tax rolls. 

Mr. CunntnaHam. Any other questions? 

Thank you very much, Mr. Cannon. 

Mr. Cannon. Thank you, Mr. Chairman. 

Mr. CunnINGHAM. Your next witness, Mr. Kelleher. 

Mr. Kevtiener. Mr. Lawson Knott, Chief of Enzineers’ Office, 
Mr. Chairman. 

Mr. Cunnineuam. Mr. Knott, you may read a statement if you 
prefer, or make it orally. 

Mr. Knorr. Mr. Chairman, Mr. Kelleher’s statement about what 
the project proposes is substantially correct. I would like to call 
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attention to a couple of matters that he mentioned and perhaps 
clarify some other features that were discussed by the other witnesses. 

Now, in connection with the action thus far insofar as the proposal 
to lease, at the time that proposal was here the General Services 
Administration, which had received a report of excess on the synthetic 
plant, designated the Department of Defense as the disposal avency, 
which is not an unusual process. 

The designation itself, the delegation reads in such broad terms as 
could be interpreted to mean lease or sale. I believe Mr. Kelleher 
gave that inference. I don’t believe, however, in the licht of the dis- 
cussions that they meant anythin™ more than lease, because they felt 
that it should be part and parcel of whatever disposal was made of 
the ammonia plant. 

Now, in anticipation and working alone with the proposal that we 
have made, we have already approached General Services Adminis- 
tration and we would like to get an overall delegation of authority to 
sell or lease, so that there would be no doubt about our authority in 
that event. 

Mr. Vinson. Why shouldn’t it be restricted to a sale? 

Mr. Knorr. Well 

Mr. Vinson. What do you want to have two—why not reach a 
decision here? But anyhow, why should the committee not reach a 
positive decision and say whether we want it sold or whether we want 
it leased? 

Mr. Knorr. I think that is very appropriate, sir. 

Mr. Vinson. Now, tell me the reason, please, why it shouldn’t be 
sold and why it should be leased? What advantage would there be 
to either one? 

Mr. Knorr. As a matter of fact, in our considered opinion, Mr. 
Chairman, our recommendation is that we be authorized to seek bids 
for the sale or lease, thinking that perhaps we may, in that manner, be 
able to get a proposal and have an opportunity to decide that which 
would best serve the interests of the Government. 

Mr. Vinson. Well, you have some people offering a bid to lease it 
and some offering a bid to sell it. 

Mr. Knorr. That is right, sir. 

Mr. Vinson. Or to buy it. Why not just travel one road at a 
time? 

Now, I found it quite difficult to travel two roads at the same time. 
I meet myself coming back when I do that. I think you ought to 
either recommend a sale or a lease, either one. 

Mr. Cunninauam. In the event you should lease it, would it be 
with an option to sell or purchase at a later date? 

Mr. Knorr. That would 

Mr. Cunnincuam. Would that condition be in the lease? 

Mr. Knorr. It could be if the Secretary found that it was in the 
interest of national defense to so provide. 

Mr. Cunnincuam. Do you at this time have any knowledge as 
to which would be most beneficial to the Government, whether to 
there negotiate for a lease, or for sale? 

Mr. Knorr. No; that, Mr. Cunningham, is very difficult to deter- 
mine. We have had some experience as a disposal agent for General 
Services in selling some facilities. We have had much larger and 
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broader experience in the leasing, the manazement by leasing of 
those plants which are within the departmental reserve. 

Of course, the Department’s interest here is solely for or to provide 
against a mobilization requirement. 

Mr. CUNNINGHAM. Yes. 

Do you have any idea at this time, any approximate idea of what 
you could sell it for or lease it for? 

Mr. Knorr. We have made no appraisals; n», sir. 

Mr. Cunnrncuam. Any questions? 

Mr. Bares. Does this preference to Hereules pertain only to sale 
or also to lease? 

Mr. Knorr. Also to lease, and I wanted to cover that next, Mr. 
Bates. 

Mr. Bares. Also to lease. 

Mr. Knorr. Yes, sir. 

Mr. CunNINGHAM. Only to lease; didn’t you say? 

Mr. Knorr. Sale or lease. 

Mr. Vinson. They made a contract in 1941. 

Mr. Knorr. That arises out of the contract. You see Hercules 
Power Co. was the operator of this plant from its inception, in 1941; 
it is not an unusual provision that we deal with in the leasing of our 
departmental reserve plants. Now, it is unlike the provisions that we 
discussed here some days ago, in that in our Muscle Shoals plant there 
is a prescribed formula for leasing and the company there has the 
right first of all to lease, before it is offered to anyone else. 

Now, in this case, they have the right to meet the best offer that 
we receive. So that in the one case it would contemplate ascertaining 
their wishes before going out to the general public, whereas in this 
case it would contemplate going out and getting the best offer we could, 
and then saying ‘‘do you want it on this basis, or not?” 

Mr. Bares. In other words, Hercules would know the price. 

Mr. Knorr. They would know the price. It would be offered to 
them on that basis. 

Mr. Netson. Can you tell me what consideration Hercules fur- 
nished in order to get such preferential treatment? 

Mr. Knorr. It was in much the same way as there in the Muscle 
Shoals case. These provisions, while they differ in their approach, 
they all arose through the furnishing of know-how and certain patent 
rights to the Government in the process and in the product that was 
being produced during wartime, without royalty payments being 
reserved. 

Mr. Neutson. You mean Hercules was not paid adequately to 
operate the plant? 

Mr. Knorr. I wouldn’t say that, but certainly as a part of the 
consideration that was a part of the consideration in the negotiate | 
contract. 

Mr. Netson. Then, am | to understand that the consideration for 
this preferential treatment was the release of their patent rights during 
wartime? 

Mr. Knorr. The use of those rights, not a release of them. 

Mr. Newtson. The use of those—— 

Mr. Knorr. Some of those, you see, were owned by third parties. 

Mr. Newson. That is the use without charge of those patent rights? 
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Mr. Knorr. That is right, sir. 

Mr. Bares. Mr. Chairman. 

Mr. Cunnincuam. Mr. Bates. 

Mr. Bares. Do | understand, then, that the Hercules company 
will have an opportunity to bid at the lowest price offered? 

Mr. Knorr. To meet the high bid. 

Mr. Barus. The high bid. 

Mr. Knorr. The high bid. 

Mr. Vinson. The high bid. 

Mr. Keuveser. Mr. Chairman. 

Mr. Cunntneuam. Mr. Kelleher. 

Mr. Ketiener. Does the Hercules option cover both the old 
Missouri ordnance and the new plant, too? 

Mr. Knorr. No; and I think that is a good point. 

It relates only to those facilities that were constructed, what we 
have referred to as the Missouri ordnance works or the quartermaster 
experimental fuel station, which included the ordnance plant and 
some additional facilities on that land. 

Now, part 2, of course, is the Bureau of Mines property. 

Mr. Vinson. They have no preferential right on the pilot plant. 

Mr. Knorr. That is right, sir. 

Mr. Harpy. If these are two separate and distinct operations, one 
ammonia-producing facility and the other one essentially a research 
— what is the necessity for tying them together in a lease 
or sale? 

Mr. Knorr. I think primarily, Mr. Hardy, probably there could 
be a severance, but you run into the problem of utility lines, power- 
plants, and that sort of thing. 

It has been integrated in that fashion. Certainly the functions are 
different; that is so. 

Mr. Harpy. Well, it is entirely conceivable that this shale opera- 
tion might not adapt itself too well to a commercial use in connection 
with the operation of an ammonia plant. 

Mr. Knorr. It could be. That, however, doesn’t seem to be the 
thinking of the people who are intimately familiar with the plant. 
The thinking in discussing the continuance of this plant before the 
Senate Appropriations Committee: 1 believe the Department of In- 
terior people recommended that it be treated as assigning the plant. 
General Services Administration did so. 

Mr. Harpy. Well, it seems to me the question of economic utiliza- 
tion and a return to the Government would have to be settled before 
a final determination could be made as to the wisdom of separating 
them or offering them as a unit. 

Mr. Kworr. Certainly this is so, that if we offered them for sale 
we would never bar the possibility that we could get an offer for one 
separate from the other. 

We have some of our departmental reserve plants that are leased 
to as many as 4 and 5, separate—— 

Mr. Harpy. That is on a lease proposition? 

Mr. Knorr. That is correct. 

Mr. Harpy. But suppose you were working on a sale. I appreciate 

ou might have difficulty in connection with utility lines, and so forth. 
But one company might find it necessary to discard all of the equip- 
ment and so forth that you have in the shale plant. 


| 
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Mr. Kwort. Yes. 

Mr. Harpy. Whereas, another one might not, for a satisfactory 
commercial operation. 

Mr. Vinson. But the trouble about a severance, Mr. Hardy, is that 
they have the same powerplant. 

Mr. Harpy. I understand that is true. I understand there would 
be some complications in connection with utilities. 

Mr. Vinson. Well, this is nothing new. We have done this thing 
repeatedly. Let’s continue on the wise course. 

r. Harpy. That is what I am trying to do, is get on a wise course; 
I am not sure we are on one. 

Mr. Vinson. Well, I think it is wise to put all this property on the 
tax books. 

Mr. Harpy. I am agreeable with that. But I am not sure whether 
it is wise to say to one fellow that is interested in buying the ammonia 
plant, “If you will buy the ammonia plant we will give you the other 
one.” That sometimes happens. 

Mr. Vinson. It is all intertwined, that the plant could not be used 
except for what it is originally built for, and expand the pilot plant to 
accommodate the facilities of the ammonia plant. 

Mr. Cunnincuam. I have one thing that bothers me, I would like 
to have you clear me up on: As I understand it, this bidding would be 
for the sole purpose of establishing basis upon which you will negotiate 
and the highest bid will be the basis of the negotiation. 

Now, let us assume there would be two or three companies bid and 
all of them, say, would be friendly to Hercules, maybe interlocked: 
What would prevent them from putting in a friendly bid for Hercules, 
extraordinarily low, all of them, and thereby establishing a very low 
price for Hercules and taking advantage of the Government? 

Has that thing been explored? 

Mr. Knorr. Of course, at the time we proceed with this process, 
Mr. Chairman, we are going to have a competent appraiser advise 
us what that property is worth and we won’t sell it for less than that. 

Mr. Harpy. ere are you going to get an appraiser competent to 
such a such as that, except from industry? 

r. Knorr. Well, that is so. And we have employed some from 
industry. We have employed professors 

Mr. Harpy. I don’t mean to discredit industry at all. 

Mr. Knorr. I know. 

Mr. Harpy. But I am looking at the possibilities. 

Mr: Knorr. That is so, and you are faced with that possibility, 
there is no question about it. 

But we have dealt with many of these people before. People will 
be interested in this type of plant. : 

Mr. CunnincHam. Do I understand, then, that if you have it 
appraised and also submit it to bids, that if all of the bids are below 

e appraised value they will be rejected and you will negotiate with 
Hercules on the appraised value rather than the bid; is that correct? 

Mr. Knorr. We would not, certainly not without coming before 
this committee. 

Again, we would not award any bids—— 

r. CunnincHam. Below the appraised value. Then what is the 
purpose of the bids? That is what I am getting at. 


| 
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Mr. Knorr. Well, it does establish a market, and I know of no better 
a to establish a market. 

r. CunNINGHAM. Your hope, then, is that the bids might establish 
a basis for negotiation higher than the appraised value? 

Mr. Knorr. Always. 

Mr. Cunnincuam. That is the only value I can see to it, sir. 

Mr. Knorr. We would certainly never turn down the high dollar, 
if it were twice—— 

Mr. Fisuer. The bids are required by the contract with Hercules, 
or this procedure. 

Mr. Knorr. Well—— 

Mr. Fisuer. Isn’t that in your original contract? 

Mr. Knorr. Well, we don’t have to bid. They simply have the 
opportunity to meet—— 

r. Fisher. Oh; I see. 

Mr. Knorr. Those terms and conditions under which we propose 
to sell or lease. 

Mr. Fisuer. I sce. But you have to conform with that part of the 
procedure; don’t you? 

Mr. Knorr. And that procedure is ry od our way and the best 
mare found of determining what is the best market. 

course, in all of these invitations to bid, we always reserve the 
t—if it is just selling a shack we reserve the right to reject all bids. 
r. CunnrinacHAM. How many companies in the United States do 
you anticipate would bid on this plant? 

Mr. Knorr. Actually, while we have had some few calls, in a 
preliminary way, we have had no particular indication. In the 
course of hearings before the Senate Appropriations Committee, the 
Bureau of Mines people, who of course have the most current know- 
ledge of the plant, gave a list of companies that they had some 
notation, some interest in the plant. I ne say that we have Dr. 
McCabe, who is Chief of the Fuels and Explosives Division of the 
Bureau of Mines here with us. 

’ Mr. Cunninauam. How many companies are there, then? 

Mr. Knorr. Oh, I would say—— 

Mr. CunninGHAM. Approximately. 

Mr. Knorr. Offhand, Tvonka say about a dozen. 

Cunnirneuam. Any more questions? 

Mr. Keiser. Mr. Chairman. 

Mr. Cunnineuam. Mr. Kelleher. 

Mr. Kevuexer. Mr. Monaghan, the Department counselor, tells 
me that the Secretary has received a great mony inquiries about it. 

Mr. Vinson. Oh, yes; there will be plenty of them. 

Mr. Price. Mr. hopes may I ask one question? 

Mr. Cunnineuam. Yes, Mr. Price. 

Mr. Pricz. How early did those inquiries start coming in? 

Mr. Knorr. Oh, within the last 60 ean would you say—I under- 
stand in May. You see, the first publicity, I believe, Mr. Price, was 
gone time in April or May, and the action was the 6th of May, I 

ieve is when it was actually reported to General Services. 

Mr. CunnincHam. Mr. Kelleher. 

Mr. Ke.iener. Mr. Knott, if Hercules wants only the Missouri 
ordnance part of the plant, the synthetic fuels portion would have to 
be sold or leased separately; wouldn’t it? 

Mr. Knorr. That is right, sir. 
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Mr. Keviener. They could exercise their option and you would 
have this appendage that would be relatively useless, or at least would 
have a greatly lowered value. 

Mr. Knorr. That is so; that could happen. 

Mr. Keviener. One other question, Mr. Chairman, if I may. 

Would you say that the interests of the Government would be 
served equally with respect to getting anhydrous ammonia, whether 
the plant is sold or leased? 

In other words, could you make a contract of sale sufficiently tight 
that even in the case of bankruptcy of a company that would purchase 
it, that you could still get your anhydrous ammonia? 

Mr. Knorr. Well, of course, you put an extreme case—maybe not 
extreme. But in either case, we would be faced with the same prob- 
lem; if he were a leassee, and became bankrupt. 

Mr. Ke.ieser. You think whether you lease it or sell it, you would 
still be able to get the anhydrous ammonia you need. 

Mr. Knorr. Oh, yes. 

Mr. Ketieuer. It wouldn’t be any greater risk to the Government 
to sell it. 

Mr. Knorr. That is so. 

Mr. Bates. Mr. Chairman. 

Mr. CunnincHam. Mr. Bates. 

Mr. Bates. Mr. Chairman, I move the committee authorize the 
sale of this plant under the circumstances suggested by the witness. 

Mr. Vinson. | second the motion. 

Mr. CunNINGHAM. Just a moment. 

Mr. Kelleher, do you have any other witnesses? 

Mr. Keuuener. No, sir; I have no other witnesses. 

Mr. CunninGuam. All right; any remarks on the motion made by 
Mr. Bates? 

Mr. Ketiener. Mr. Monaghan tells me he would like to make a 
statement, Mr. Cunningham. 

Mr. Cunnincuam. Go ahead. 

Mr. Monaauan. Mr. Chairman, I just want to say that the Secre- 
tary of the Army has determined the property should be sold. 

Mr. Netson. Could you identify yourself further, sir? 

Mr. Monacuan. I am B. A. Monaghan, Army Department 
counselor. 

Mr. Netson. Thank you. 

Mr. CunninGHam. Any remarks on the motion? 

Mr. Vinson. The Secretary of the Department of the Army has 
recommended it be sold. 

Mr. Monaauan. He has decided, sir, and has obtained the approval 
of the Secretary of Defense that it be sold, provided the return to the 
Government is reasonably commensurate with its value. 

Mr. Vinson. That is right. 

Mr. Monacuan. And what could be obtained upon a lease, and 
most importantly, provided that a sale can be provided under the 
terms which will assure mobilization availability to the Army of the 
ammonia production of this plant or equivalent production. _ 

Mr. Vinson. Are those terms (a), (b), and (c) that are in our 
memorandum? 
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Mr. Monaanan. Mr. Vinson, is that at the top of page 4, that 
your refer to, sir? 

Mr. Vinson. Yes; it is. ‘Report the Missouri Ordnance Works 
as excess property to the General Services Administration with an 
appropriate national security clause designed to assure mobilization 
availability to the Army of the ammonia production of the plant or 
equivalent production of another plant,” and so forth. 

Now, those are the terms the Secretary recommends? 

Mr. Monacauan. Except, sir that that does not include the decision 
that if the property be sold it be sold only at a price commensurate 
with its value. 

Mr. Bares. And it doesn’t include, either, the question of lease, 
which is outlined in (d). 

Mr. Vinson. We leave the word “lease” out. 

Mr. Bares. This (b) and (c) and (d), they include the word 
“‘lease.”’ 

Mr. Vinson. Just strike that out. 

Mr. Monaaaan. Yes. 

Mr. Bares. You strike that out. 

Mr. Monaaaan. No. I say his direction—which I may read for 
the record, if you would like, sir. 

Mr. Vinson. All right. 

Mr. MonaGuan (reading): 

I have determined that it would be in the best interests of the United States to 
dispose of the Missouri Ordnance Works, Louisiana, Mo., by saleeto private 
industry, provided (a) the return to the Government is reasonably commensurate 
with the appraised value of the plant and with the return which could be obtained 
through leasing— 


and with the return which could be obtained through leasing. 


(b) That a sale can be accomplished under terms which will assure mobilization 
availability to the Army of the ammonia production. 

Mr. Chairman, let me just say this: There were, I think, two 
factors that influenced the Secretary to ask for the alternative 
authority which is recited in this instrument. One is that we have 
been advised by a number of plants that they are interested in this. 
Some of them have indicated they are interested only in a lease. We 
desire—the Secretary desires to take whatever action is available to 
him mi insure that this plant is put into operation as soon as it is 

ossible. 
. Mr. CunnincHam. Did I misunderstand you at the beginning, then, 
that you represent the Secretary as wanting it sold only? 

Mr. Monaauan. He does want it sold, provided the Government 
can get an adequate price for it, and provided the Army can be pro- 
tected against its mobilization requirements. 

Mr. Vinson. Then, Mr. Chairman, in view of that I suggest we 
sell it under those terms and if he can’t do it then he comes back to 
the committee with the information he can’t sell it, and with those 
clauses, and then the question of lease will arise. 

But let’s don’t bring the question of lease in it at all now. 

Mr. Monacuan, Let me say this, Mr. Vinson. I think he was 
influenced in asking for alternative bids by the conception there. In 
order to pat this plant into operation at the earliest practicable time, 
he should ask for that against the possibility that we will get no bids 


at a’reasonable price for a sale of the property. 
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Mr. Harpy. You can come back and get the other authority, can’t 
ou? 
J Mr. Monacuan. That would involve an added 90 days or there- 
about in getting the plant put back into operation. 

Mr. Harpy. Are you insinuating that this committee is going to 
hold it for 90 days? 

Mr. Monaauan. No, not a bit, Mr. Hardy. It takes 60 days to 
advertise for bids, and sometime after that to evaluate the bids. 

Mr. Cunnrneuam. Your desire is, then, that you advertise for both 
sale and lease at the same time? 

Mr. Monaauan. That is the Secretary’s desire, yes, sir. 

Mr. CunniInGHAM. I understand Dr. McCabe—there was not at 
all any delay in the committee operation, Mr. Hardy. It is just a 
delay inherent in this process of disposing of Government property: 

Mr. Vinson. Mr. Chairman, let’s don’t get ourselves bogged down 
with the sale and lease at the same time. If you are going to sell it, 
sell it. If you are going to lease it, lease it. 

Mr. CunnincHam. That is the motion before the committee, 
Mr. Vinson. 

I understand Dr. McCabe of the Bureau of Mines would like to 
speak briefly and is present. 

Dr. McCabe? 

Mr. McCase. Mr. Chairman, I am Louis C. McCabe, Chief of the 
Fuels and Explosives Division of the Bureau of Mines. 

Mr. CunninGHAM. Proceed, and you have only 5 minutes, Doctor, 
T am sorry to tell you. 

Mr. McCasz. There is one point I just wanted to clear up. This is 
not an oil-shale plant. It is coal-to-oil, coal-to-gasoline plant. It 
does consume in our present operation something m the order of 150 
tons of coal per day. Now, in our testimony before the Senate Appro- 
priations Subcommittee, it was indicated that if it were possible we 
would like to see the coal-to-chemicals or coal-to-petroleum products 
continued as part of the operation of the plant because the Govern- 
ment has spent something like $85 million in developing a synthetic fuel 
program. Here we have facilities built that could be carried on by 
industry in research in the production of coal-chemical. So, inasmuch 
as half the value of this plant, about $17 million, is involved in those 
facilities, we would like to see, insofar as it might ke possible, for the 
Army to take that into consideration in awarding the bid 

Mr. Cunninauam. How could that best be done, by sale or lease? 

Mr. McCase. I don’t know, sir. 

Mr. Vinson. But the witness, Mr. Chairman, is flogging a dead 
horse because the Secretary of the Interior has already said he is 
not going to have anything further to do with this synthetic plant 
out there. 

Isn’t that correct? 

Mr. McCase. Yes, that is right. 

Mr. Vinson. No money is being appropriated? 

Mr. McCasne. That is right, sir. 

Mr. Vinson. Of course some of his staff might think it was a good 
thing to do, but Congress has followed his policy and we have aban- 
doned the plant; isn’t that correct? 

Mr. McCapse. Yes, sir. 

Mr. Vinson. Now you are coming in here now and sort of intimating 
that you would like for us to continue along certain phases in con- 
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nection with it. But you are running a little bit counter to the 
former decision of the Secretary and the committee and Congress. 

Mr. Cunnincuam. Mr. Price? 

Mr. Price. Mr. MeCabe, evidently then you consider these experi- 
ments out there in the Louisiana synthetic fuel plant very important? 

Mr. McCase. We have carried that on as a demonstration plant 
now about 5 years and we feel that we have completed that phase of the 
work. 

Mr. Price. Can you tell me this, then. If you would like to see 
it carried on in some State, why did you recommend the closing of the 

lant? 
: Mr. McCase. Now we are getting to the production stage. The 
plant is essentially to the production plant. 

- Mr. Pricx. Do you think it would have been wise, then, to continue 
a little further until you were in the production stage and ready to go? 
You say that you would like to see the experiments continue in this 
particular plant. 

Mr. McCasr. At this time the manufacture of gasoline from coal 
isn’t that profitable. 

The manufacture of coal to chemicals 

Mr. Pricr. No. This was to bring it into the range of competition, 
wasn’t it? 

And weren’t you being fairly successful on this operation? 

Mr. McCase. Yes, sir; I think so. 

a Pricz. Why, then, did they recommend the closing of this 
plant? 

Mr. McCabe. This was a demonstration-type plant, that is pretty 
much proven in design. 

Mr. Pricn. But you want to continue it. You said yourself you 
would like to see new people come in there continue these experiments. 

Mr. McCass. The Senate Appropriations Committee did express 
that they would like to see it continued. I was trying to eye out 
that that was what the Senate Appropriations Committee had indi- 
cated. They considered chemicals from coal as continuing the 
interest. That is purely advisory. 

Mr. CunnitncuHam. Any more questions? 

Any more, Mr. McCabe? 

Mr. McCassz. No, sir; that is all. 

Mr. Barus. Mr. Chairman, I ask for a vote. 

Mr. Cunnineuam. The question is on the motion of the gentleman 
from Massachusetts, Mr. Bates, as seconded by the gentleman from 
Georgia, Mr. Vinson. 

All in favor say “Aye.” 

Opposed, ‘‘No.” 

The motion is carried. The committee will stand adjourned until 
tomorrow morning at 10 o’clock. 

Mr. Neuson. Do I understand, Mr. Chairman, that the motion as 
finally passed incorporated the recommendations of the Department 
of the Army? 

Mr. Vinson. Sell it. 

Mr. Cunnincuam. The motion was for sale only. 

Mr. Vinson. Sale only. No lease about it. Sell it and get rid of it. 

(Whereupon, at 12 noon, the committee stood adjourned until 
10 a. m. Thursday, July 16, 1953.) 
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